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by the Agricultural Counselor or Atta-
che in advance of repackaging. 

§ 1499.14 Disposition of commodities 
unfit for authorized use. 

(a) Prior to delivery to Cooperating 
Sponsor at discharge port or point of 
entry. If the commodity is damaged 
prior to delivery to a governmental Co-
operating Sponsor at discharge port or 
point of entry overseas, the Agricul-
tural Counselor or Attache will imme-
diately arrange for inspection by a pub-
lic health official or other competent 
authority. If the commodity is dam-
aged prior to delivery to a nongovern-
mental Cooperating Sponsor at the dis-
charge port or point of entry, the non-
governmental Cooperating Sponsor 
shall arrange for such inspection. If in-
spection discloses the commodity to be 
unfit for the use authorized in the Pro-
gram Agreement, the Agricultural 
Counselor or Attache or the non-
governmental Cooperating Sponsor 
shall dispose of the commodities in ac-
cordance with the priority set forth in 
paragraph (b) of this section. Expenses 
incidental to the handling and disposi-
tion of the damaged commodity will be 
paid by CCC from the sale proceeds or 
from an appropriate CCC account des-
ignated by CCC. The net proceeds of 
sales shall be deposited with the U.S. 
Disbursing Officer, American Embassy, 
for the credit of CCC in an appropriate 
CCC account designated by CCC; how-
ever, if the commodities are provided 
for a sales program, the net sale pro-
ceeds, net of expenses incidental to 
handling and disposition of the dam-
aged commodity, shall be deposited to 
the special account established for sale 
proceeds. The Cooperating Sponsor 
shall consult with CCC regarding the 
inspection and disposition of commod-
ities and accounting for sale proceeds 
in the event the Cooperating Sponsor 
executed a sales agreement under 
which title passed to the purchaser 
prior to delivery to the Cooperating 
Sponsor. 

(b) After delivery to Cooperating Spon-
sor. (1) If after arrival in a foreign 
country and after delivery to a Cooper-
ating Sponsor, it appears that the com-
modity, or any part thereof, may be 
unfit for the use authorized in the Pro-
gram Agreement, the Cooperating 

Sponsor shall immediately arrange for 
inspection of the commodity by a pub-
lic health official or other competent 
authority approved by the Agricultural 
Counselor or Attache. If no competent 
local authority is available, the Agri-
cultural Counselor or Attache may de-
termine whether the commodities are 
unfit for the use authorized in the Pro-
gram Agreement and, if so, may direct 
disposal in accordance with this para-
graph (b) of this section. The Cooper-
ating Sponsor shall arrange for the re-
covery of that portion of the commod-
ities designated during the inspection 
as suitable for authorized use. If, upon 
inspection, the commodity (or any part 
thereof) is determined to be unfit for 
the authorized use, the Cooperating 
Sponsor shall notify the Agricultural 
Counselor or Attache of the cir-
cumstances pertaining to the loss or 
damage. With the concurrence of the 
Agricultural Counselor or Attache, the 
commodity determined to be unfit for 
authorized use shall be disposed of in 
the following order of priority: 

(i) By transfer to an approved section 
416(b) program for use as livestock 
feed. CCC shall be advised promptly of 
any such transfer so that shipments 
from the United States to the livestock 
feeding program can be reduced by an 
equivalent amount; 

(ii) Sale for the most appropriate use, 
i.e., animal feed, fertilizer, or indus-
trial use, at the highest obtainable 
price. When the commodity is sold, all 
U.S. Government markings shall be ob-
literated or removed; 

(iii) By donation to a governmental 
or charitable organization for use as 
animal feed or for other non-food use; 
or 

(iv) If the commodity is unfit for any 
use or if disposal in accordance with 
paragraph (b)(1) (i), (ii) or (iii) of this 
section is not possible, the commodity 
shall be destroyed under the observa-
tion of a representative of the Agricul-
tural Counselor or Attache, if prac-
ticable, in such manner as to prevent 
its use for any purpose. 

(2) Actual expenses incurred, includ-
ing third party costs, in effecting any 
sale may be deducted from the sale pro-
ceeds and, if the commodities were in-
tended for direct distribution, the Co-
operating Sponsor shall deposit the net 
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proceeds with the U.S. Disbursing Offi-
cer, American Embassy, with instruc-
tions to credit the deposit to an appro-
priate CCC account as designated by 
CCC. If the commodities were intended 
to be sold, the Cooperating Sponsor 
shall deposit the gross proceeds into 
the special interest bearing account 
and, after approved costs related to the 
handling and disposition of damaged 
commodities are paid, shall use the re-
maining funds for purposes of the ap-
proved program. The Cooperating 
Sponsor shall promptly furnish to the 
Agricultural Counselor or Attache a 
written report of all circumstances re-
lating to the loss and damage on any 
commodity loss in excess of $5,000; 
quarterly reports shall be made on all 
other losses. If the commodity was in-
spected by a public health official or 
other competent authority, the report 
and any supplemental report shall in-
clude a certification by such public 
health official or other competent au-
thority as to the condition of the com-
modity and the exact quantity of the 
damaged commodity disposed. Such 
certification shall be obtained as soon 
as possible after the discharge of the 
cargo. A report must also be provided 
to the Chief, Debt Management Divi-
sion, KCMO/DMD, of action taken to 
dispose of commodities unfit for au-
thorized use. 

[61 FR 60515, Nov. 29, 1996, as amended at 63 
FR 59877, Nov. 6, 1998] 

§ 1499.15 Liability for loss, damage, or 
improper distribution of commod-
ities—claims and procedures. 

(a) Fault of Cooperating Sponsor prior 
to loading on ocean vessel. The Cooper-
ating Sponsor shall immediately notify 
KCCO, Chief, Export Operations Divi-
sion if the Cooperating Sponsor will 
not have a vessel for loading at the 
U.S. port of export in accordance with 
the agreed shipping schedule. CCC will 
determine whether the commodity will 
be: moved to another available outlet; 
stored at the port for delivery to the 
Cooperating Sponsor when a vessel is 
available for loading; or disposed of as 
CCC may deem proper. The Cooper-
ating Sponsor shall take such action as 
directed by CCC and shall reimburse 
CCC for expenses incurred if CCC deter-
mines that the expenses were incurred 

because of the fault or negligence of 
the Cooperating Sponsor. 

(b) Fault of others prior to loading on 
ocean vessel. The Cooperating Sponsor 
shall immediately notify the Chief, 
Debt Management Office, KCMO/DMD, 
when any damage or loss to the com-
modity occurs that is attributable to a 
warehouseman, carrier, or other person 
between the time title is transferred to 
a Cooperating Sponsor and the time 
the commodity is loaded on board ves-
sel at the designated port of export. 
The Cooperating Sponsor shall prompt-
ly assign to CCC any rights to claims 
which may arise as a result of such loss 
or damage and shall promptly forward 
to CCC all documents pertaining there-
to. CCC shall have the right to initiate 
claims, and retain the proceeds of all 
claims, for such loss or damage. 

(c) Survey and outturn reports related 
to claims against ocean carriers. (1) If the 
Program Agreement provides that CCC 
will arrange for an independent cargo 
surveyor to attend the discharge of the 
cargo, CCC will require the surveyor to 
provide a copy of the report to the Co-
operating Sponsor. 

(2)(i) If the Cooperating Sponsor ar-
ranges for an independent cargo sur-
veyor, the Cooperating Sponsor shall 
forward to the Chief, Debt Management 
Office, KCMO/DMD, any narrative 
chronology or other commentary it can 
provide to assist in the adjudication of 
ocean transportation claims and shall 
prepare such a narrative in any case 
where the loss is estimated to be in ex-
cess of $5,000.00. The Cooperating Spon-
sor may, at its option, also engage the 
independent surveyor to supervise 
clearance and delivery of the cargo 
from customs or port areas to the Co-
operating Sponsor or its agent and to 
issue delivery survey reports thereon. 

(ii) In the event of cargo loss and 
damage, the Cooperating Sponsor shall 
provide to the Chief, Debt Management 
Office, KCMO/DMD, the names and ad-
dresses of individuals who were present 
at the time of discharge and during 
survey and who can verify the quantity 
lost or damaged. For bulk grain ship-
ments, in those cases where the Co-
operating Sponsor is responsible for 
survey and outturn reports, the Co-
operating Sponsor shall obtain the 
services of an independent surveyor to: 
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